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As the economic globalization and international division of labor develop, 
foreign direct investment has become one of the most important activities in the world. 
Foreign direct investment is not only engaged by developed countries, but also 
engaged by more and more developing countries, including China. In 2009, China’s 
outward direct investment ranked fifth in the world, and first in the developing 
countries. 
On the basis of previous research, descriptions and comments on the foreign 
direct investment theories are made in this paper first, as well as the summary of 
relevant literature at home and abroad. Then the development stages of China’s 
outward direct investment and features of regional distribution in each stage are 
introduced in detail. In order to find out what influences the location selection of 
China’s outward direct investment, we first make a theoretical analysis from three 
angles: macroscopic background of home country, location environment of host 
country, and investment motivations of investors. Then we choose appropriate 
variables to represent these theoretically influential elements. With panel data of 40 
host countries from 2003 to 2008, we make an empirical analysis. From the results, 
we know that the following factors have significant influence on the location selection 
of China’s outward direct investment: economic development level of China and host 
country, trade between China and host country, wages of host country, technical level 
of host country, natural resource endowment of host country, infrastructure of host 
country, foreign direct investment policies of China and host country. At the last, the 
current problems in the location selection of China’s outward direct investment are 
analyzed, and some measures are advised to solve these problems. 
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